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E.O. 11652: N/A 
TAGS: EFIN, OECD 

SUBJECT: OECD NOVEMBER 8-9 XCSS MEETING: INVESTMENT 
REF: BONN 15821, STATE 208686 

1. SUMMARY. FRG REMAINS SKEPTICAL ABOUT THE 
POSSIBILITY OF REACHING AGREEMENT ON INVESTMENT 
GUIDELINES IN THE OECD AND URGES INSTEAD A LESS 
AMBITIOUS WORK PROGRAM. 

2. AS A FOLLOW-UP TO OUR EARLIER DISCUSSION WITH THE 
FRG REPRESENTATIVE TO THE XCSS (REF A), EMBOFF DISCUSSED 
INVESTMENT ISSUES OF THE FORTHCOMING XCSS MEETING WITH 
VON DEWITZ, DIRECTOR OF THE OFFICE OF FOREIGN INVESTMENT 
IN THE ECONOMICS MINISTRY ON NOVEMBER 6. EMBOFF 
POINTED OUT THAT AGREEMENT HAD BEEN REACHED AT THE 
JULY XCSS MEETING THAT "PROPOSALS SHOULD BE CONSIDERED 
CONCERNING CONSULTATION PROCEDURES BASED ON GUIDELINES 
IN MATTERS PERTAINING TO INTERNATIONAL INVESTMENT" 

AND STRESSED THAT WE WISHED TO PRESS AHEAD WITH THE 
IMPLEMENTATION OF THIS AGREEMENT. 

3. VON DEWITZ REPLIED THAT THERE WAS STILL SOME 
CONFUSION AS TO JUST WHAT THE MANDATE OF THE XCSS WAS 
IN THIS AREA AND THAT HE HOPED THAT THE FORTHCOMING 
MEETING WOULD CLARIFY THE SITUATION. VON DEWITZ AGREED 
THAT A LITERAL INTERPRETATION OF THE XCSS REPORT 
SUPPORTED OUR POSITION THAT THE EXPERTS WERE TO DRAW UP 
INVESTMENT GUIDELINES AND HE AGREED THAT THIS WAS ALSO 
THE MOST LOGICAL WAY TO PROCEED. HE ARGUED, HOWEVER, 
THAT IN SPITE OF WHAT THE WORDS SAY THERE IS NO 
AGREEMENT AT THE POLITICAL LEVEL IN MOST OECD MEMBER 
GOVERNMENTS TO PROCEED WITH THE PREPARATION OF 
GUIDELINES AND THAT IF WE INSISTED ON PURSUING THIS 
COURSE AT THE PRESENT TIME IT WOULD NOT BE POSSIBLE 

TO REACH AGREEMENT AT ALL. 
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4. VON DEWITZ THEN REITERATED HIS SUGGESTION THAT THE 
QUESTION OF GUIDELINES BE TEMPORARILY POSTPONED AND 
THAT THE XCSS INSTEAD AGREE ON A TWO-PRONGED APPROACH 
OF CONSULTATION AND RESEARCH. UNDER CONSULTATION, 

A MECHANISM COULD BE CREATED WHEREBY A MEMBER COUNTRY 
THAT FELT ITSELF DISADVANTAGED BY ANOTHER MEMBER'S 
INVESTMENT INCENTIVES COULD CALL FOR CONSULTATIONS TO 
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SEE IF THE PROBLEMS COULD BE RESOLVED. UNDER RESEARCH 
HE NOTED THAT THE TRADE COMMITTEE IS ALREADY STUDYING 
THE INTERNATIONAL EFFECTS OF ALL DOMESTIC INSTRUMENTS 
INCLUDING INVESTMENT AIDS AND HE URGED THAT THIS STUDY 
SHOULD CONTINUE. VON DEWITZ ARGUED THAT THIS TWO- 
PRONGED APPROACH WOULD ENABLE SPECIFIC PROBLEMS TO BE 
DEALT WITH WHILE AT THE SAME TIME IT WOULD PROVIDE A 
FACTUAL UNDERPINNING FOR THE EVENTUAL ESTABLISHMENT OF 
INVESTMENT GUIDELINES. 

5. EMBOFF THEN ASKED FOR COMMENTS ON THE INDIVIDUAL 
ELEMENTS OF THE PROPOSED US GUIDELINES. ON NEUTRALITY 
VON DEWITZ THOUGHT THAT THIS WAS ESSENTIALLY INCOMPATIBLE 
WITH THE CONCEPT OF SPECIFIC REGIONAL INVESTMENT 
INCENTIVES. HE SAID YOU CAN NOT HAVE A REGIONAL 
INCENTIVE PROGRAM AT THE SAME TIME THE GOVERNMENT IS 
NEUTRAL. THE CONCEPT OF NATIONAL TREATMENT GIVES HIM 

NO PROBLEM NOR DOES THE CONCEPT OF TRANSPARENCY OF 
INVESTMENT INCENTIVES. ON THE ISSUE OF TEMPORARY AND 
TRANSITIONAL NATURE OF INCENTIVES, HOWEVER, VON DEWITZ 
ARGUED THAT TIME PERIOD FOR ANY SPECIFIC INCENTIVE 
WOULD DEPEND ON THE SPECIFIC REGION AND PROGRAM 
INVOLVED. VON DEWITZ ARGUED THAT THE AVOIDANCE OF 
RESTRICTIONS AND DISINCENTIVES WAS REALLY THE SAME 
THING AS NEUTRALITY AND HE HAD THE SAME OBJECTIONS. HE 
AGREED WITH OUR THINKING ON EXCEPTIONS AND CONSULTATIONS. 

6. ON THE QUESTION OF MULTINATIONAL ENTERPRISES VON 
DEWITZ SAID THAT THE FUNDAMENTAL FRG TENET IS 
NONDISCRIMINATION. HE SAID THAT HE AGREED WITH OUR 

VIEW THAT THE OECD EXAMINATION OF MNCS SHOULD BE CARRIED 
OUT ON A COMPREHENSIVE BASIS BUT HE STRESSED AGAIN THAT 
ANY OECD RESEARCH OR STATISTICAL REQUIREMENTS SHOULD 
BE N ONDISCRIMIN ATOR Y . 

7. EMBOFF EMPHASIZED THE US DESIRE THAT THE XCSS 
CONDUCT A GOOD SUBSTANTIVE DISCUSSION OF THESE INVEST- 
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MENT ISSUES. VON DEWITZ REPLIED THAT THE GERMAN 
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DELEGATION WOULD BE PREPARED TO TAKE PART IN SUCH 
DISCUSSION. 
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